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Persistence in Mutual Funds in Latin American emerging markets: The case of
Mexico.
Abstract:
We find persistence in mutual fund performance both over consecutive time periods and in the multi-period setting. There is significant spread, persisting for at least 2 or 3 years, between the portfolio with funds from the top past return quintile and those from the bottom past return quintile This spread remains unexplained by conventional risk factors. Finally, investors are observed to use information on persistence, since a significant positive relationship is shown to exist between fund flows and past returns, though this is a convex relationship, which is weaker in the region of bad returns. Key words: Mutual Funds, Persistence, Performance, Performance-flow relationship
